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QUESTION 1 


Jarrah, Bindi and Camira were software engineers. They had worked for Zofttech Ltd, an 
Australian software developer company, for many years. However, they were made redundant 
after the downturn in the IT industry. The three were good friends and regularly held social 
meetings where they discussed various new ideas together. Bindi had an idea for developing 
a new computer game. She told Camira and Jarrah about this idea at a meeting in early 
January 2018. At the meeting, Camira also informed Bindi and Jarrah that she had a similar 
idea. The three friends decided to work on the idea together with a view to profiting from the 
new computer game, named ‘The Alien World Explorers’ (AWE), which they believed would 
become a very popular game. 


In May 2018, Bindi and Camira went to see Jarrah and showed him an early version of AWE. 
All of them contributed various suggestions to improve the game further. Three months later, 
they were able to produce the final version of AWE. 


At a meeting in August 2018, Bindi produced a draft agreement, which she purported would 
be accepted and signed by the three of them. The draft agreement provided that: 


In respect of the computer game titled ‘The Alien World Explorers’ (AWE), we, the undersigned, 
unanimously agree to share all profits and/or income accruing from the sale, lease or licence 
of the abovementioned game. The game was originally developed by Bindi and Camira, with 
the subsequent contribution and added concepts of Jarrah. We are the originators and equal 
share owners of the said computer game. We reserve all rights and the copyright in the said 
game. 


Underneath were typed ‘Signed’ and the names of the three intended parties to the draft 
Agreement. Bindi and Camira signed the agreement, but Jarrah refused to sign. Jarrah 
explained that he totally agreed with the propositions recorded in the agreement, but he did 
not sign it because he wanted the terms of the agreement to be drawn up by his solicitor. 


However, before his solicitor was able to draw up a new agreement, Jarrah had a personal 
argument with Bindi. Subsequently, Jarrah had not attended any meetings organised by Bindi 
and Camira since September 2018. 


In January 2019, without informing Jarrah and seeking his approval, Bindi and Camira granted 
an exclusive licence of the copyright of AWE to QS Games Ltd (QSG) in return for a royalty of 
$300,000 per annum. 
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Jarrah was very disappointed when he found out that Bindi and Camira had licensed the 
copyright of AWE to QSG without his consent. Jarrah told Bindi and Camira that he was 
entitled to a share of the royalty they received from QSG. But Bindi and Camira argued that 
Jarrah was not entitled to share any proceeds made from the licence of the game because he 
had been absent from the meetings for almost five months and had consequently abandoned 
the project. 


Advise Jarrah on both (a) and (b): 


(a) Is Jarrah entitled to a share of the profits made from the licensing of the copyright 
in AWE? 
(b) What remedy, if any, may Jarrah seek against Bindi and Camira? 


QUESTION 2 


In June 2016, Maya bought 20,000 shares of Namco Ltd (Namco), a publicly listed company, 
which is a leading upmarket retailer with stores throughout Australia. 


In September 2018, Namco contracted with ABDA Constructions Ltd (ABDA) for the 
construction of four new stores for $8 million. At the Namco board meeting at which the ABDA 
contract was considered, Tommy, Namco’s managing director, revealed that he had been a 
non-executive director of ABDA for eight years, but said he had not participated as a member 
of the ABDA board in approving this particular contract. Tommy, believing it to be a fair 
contract, joined the other four Namco directors in voting to approve the contract. However, 
subsequent investigation revealed that the price charged by ABDA was excessive and unfair 
to Namco. 


In January 2019, Maya died, leaving all her Namco shares to her daughter, Lenah. After 
observing Tommy’s leadership for a couple of months, Lenah concluded that he was not the 
best person to manage the company. Lenah requested Tommy’s permission to inspect 
Namco’s register of members with a view to soliciting proxies from other shareholders to 
unseat Tommy at the annual shareholders’ meeting. Tommy, fearing that Lenah would be 
successful, refused, and Lenah was unable to gain a seat on the board. 


At the annual shareholders’ meeting three weeks ago, Tommy announced that Namco had 
suffered a $20 million loss during the last financial year and that this information would be 
published within ten days in Namco’s annual financial report. Tommy then tendered his 
resignation, which was accepted effective immediately. 
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Five days later, Tommy sold 200,000 Namco shares for $25 per share at the current market 
price. After the published announcement, Namco’s share price dropped to $15 per share. 
Lenah has recently asked the remaining directors to bring an action against Tommy, but they 
refused. 


Advise Lenah on both (a) and (b): 


(a) Has Tommy breached his duties to Namco under the general law and the 
Corporations Act 2001 (Cth)? 


(b) What remedy, if any, may Lenah seek against Tommy? 


QUESTION 3 


Miki owns a block of land that she bought for $80,000 last year in an area designated for 
commercial properties in Armidale, New South Wales. At the time of the purchase of her land, 
Miki did not have it valued but relied on a two-year old valuer’s report which had been prepared 
for the vendor. Miki persuaded Darel to join her in forming a public company limited by shares. 
Together Miki and Darel entered into a number of contracts on behalf of the company yet to 
be formed, which they intended to name Hyland Ltd. The contracts into which they entered 
included the purchase of a block of land in the industrial site of the city for $300,000, where 
the new company would carry out the business of manufacturing and selling bricks. The 
purchase also included Miki’s block of land referred to above, to be used to construct offices 
for the use of the company. Darel and Miki did not have any of those blocks of land valued. 


When the formation of the company was completed and the company was registered as 
Hyland Ltd, Miki, Darel and Jack, a new member and brother of Miki, became directors of the 
company. Hyland Ltd had many other members who had purchased its shares following its 
initial public offering. Subsequently, the board of directors met and, by resolution, approved 
the purchases referred to above. A few months after that, some members of the company 
requisitioned a meeting of the company and secured the adoption of a resolution increasing 
the number of the members of the board to nine. The newly constituted board then appointed 
a land valuer to provide a valuation of the two pieces of land purchased by Darel and Miki. 
The valuer’s report stated that both pieces of land were grossly overvalued by a combined 
total of $50,000. It specifically singled out the city parcel of land as totally unsuitable for the 
business of manufacturing and selling bricks. 


Advise Hyland Ltd whether the company has any legal recourse, if any, against Miki, 
Darel, and Jack regarding these transactions. 
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QUESTION 4 


Miro, Marlee and Kirra are directors and shareholders of New England Property Pty Ltd (NEP), 
a property development company in New South Wales. NEP renovates and re-leases existing 
buildings. Marlee and Kirra are friends and partners in an accounting firm. The total number 
of issued shares in NEP is 6,000 ordinary shares. Miro, Marlee and Kirra each hold 2,000 
shares. All the shares are fully paid. 


NEP has been very successful but has not paid any dividends to its members for the last two 
years. Profits have instead been invested in further development projects. Miro’s wife has 
recently died and he is very short of money to look after his three young children. He 
approaches Marlee and Kirra and asks them to consider whether NEP could begin to pay 
dividends again to its members. Marlee and Kirra refuse to consider Miro’s request as it would 
upset the long-term goals of NEP’s business plan. Miro is upset by this response and 
announces that he wants to sell his shares. Marlee and Kirra refuse to buy his shares and 
demand that Miro resign as a director because he has lost his objectivity. Miro resigns 
reluctantly. He asks to see NEP’s most recent set of financial statements. Marlee and Kirra 
refuse to provide the information. Miro discovers accidentally that NEP has been paying large 
management fees to Marlee and Kirra’s accounting firm. Miro consults you as his legal adviser. 


Advise Miro on both (a) and (b): 


(a) Have Marlee and Kirra breached their duties under the general law and the 
Corporations Act 2001 (Cth)? 


(b) What remedy, if any, may Miro seek against them under the general law and the 
Corporations Act 2001 (Cth)? 
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